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1 . Analysis of the economic situation 
1.1 The Community 
Fourth quarter of 1992, first quarter of 1993: two consecutive quarters of decline in real economic growth (GDP ­ 0 . 1 % 
and ­0.7% respectively), sharp drop in the level of prices (­1.2%) 
In the fourth quarter of 1 992, nominal gross domestic product for the Community as a whole ' * ' amounted to ECU 1 228 
004 million, a drop of 1.6% on the previous quarter - the first ever recorded in the Community quarterly accounts. In real 
terms, production amounted to ECU 937 942 million in the fourth quarter of 1992 and ECU 931 035 million in the first 
quarter of 1993, a decline of 0 . 1 % and 0.7% respectively on the previous quarter. Tendentially, growth was equal to 
0.1 % in the fourth quarter of 1992, whereas in the fourth quarter of 1993 there was a sharp drop of 1 .1%. As a result, 
growth for the whole of 1992 was only 1 % , well below the forecasts made during the year. This situation, together with 
the unfavourable trends in the main macro-economic indicators, meant that in June the forecasts of growth for both 1993 
and 1994 were revised downwards once again. In particular, economic growth for the current year is forecast to fall by 
0.6%. 
The current gloomy situation is considered the most serious since the War, even worse than the oil crises in 1974 and 
1975. It is due to a combination of various factors -polit ical, economic and financial - which mean that it is not always 
possible to implement harmonised policies within the various countries or, even less so, policies coordinated between the 
countries, since the latter have rather different priorities and objectives. Lastly, it should be noted that the current 
economic climate is beset by typically cyclical problems and structural difficulties that make it hard to foresee an upturn in 
the short term. 
Some signs of recovery, albeit rather weak and contradictory, seem to have been coming from the American economy in 
the last few months. The real unknown for the near future is the ability of the Community economy, and of the world 
economy in general, to bring about a genuine reversal of the trend. As stressed at the last meeting of G7, such a reversal 
will be possible on three fundamental conditions: a recovery in international trade as a result of, among other things, the 
signing of the GATT agreements, an upturn in domestic demand, and a rigorous balance of payments policy aimed at 
reducing the individual countries' primary deficit. 
- Inflation: the level of prices, as measured by the implicit deflator of GDP, fell sharply (-1.2%) in the fourth quarter of 
1992, whereas tendentially inflation dropped to 0.9%. In the first place, this was due to the substantial devaluation 
against the ecu of the currencies of the countries with the highest inflation (in fact, inflation expressed in national currency 
showed an appreciable decline both in quarterly terms and tendentially + 0 . 3 % and + 2 . 9 % respectively). Secondly, the 
slackness of domestic demand, especially for consumer goods, made a significant contribution to keeping inflation down, 
preventing a rise due to an increase in the prices of^  imported products, especially in those countries where there was a 
substantial devaluation. Indeed, consumer prices, rrieasured on the basis of the deflator of private consumption, fell by a 
good 1.2% compared with the previous quarter. Irç the first few months of the current year this complex situation also 
gave rise to a widespread reduction of interest rates, aimed at fostering economic recovery. 
- International trade: in the fourth quarter of 1992, the surplus on the trade balance amounted to ECU 29 862 million 
(2.2% of GDP). Moreover, in real terms the deficit fell to ECU -12 320 million (-1.1% of GDP) in the same quarter and 
even further, to ECU -4 097 million (-0.4% of GDP), in the first quarter of 1993. 
- Domestic demand: the main feature of this phase was the continuing downturn in investment, which in real terms stood 
at ECU 193 848 million in the fourth quarter of 1992 and ECU 188 259 million in the first quarter of 1993, representing a 
fall of 0.3% and 2.9% respectively. This was the fifth consecutive quarterly fall. After a phase of substantial stagnation, 
which in the fourth quarter of 1992 resulted in figures of ECU 602 430 million ( + 0.2%) and ECU 154 053 million (0.0%) 
respectively, both private and public consumption fell during the first quarter of 1993 to ECU 597 777 million (-0.8%) and 
ECU 153 376 million (-0.4%). 
» ' For details of the compilation of the quarterly aggregates, see methodological note. 
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1.2 The Member States 
The main features of the economic situation in the Member States during the fourth quarter of 1992 and the first quarter 
of 1993 can be summarised as follows: 
- Economic growth: economic growth was largely negative in most Member States during both quarters. Only the United 
Kingdom showed a moderate increase in production (GDP +0.3% and +0.4% respectively). The downturn was most 
marked in Germany, especially in the first quarter of 1993 (-0.2% and -2.3% respectively), but more limited in France 
(-0.1% and -0.5% respectively) and the Netherlands (-0.1% and -0.4% respectively). In Italy and Spain, production fell 
for the third quarter in a row (Italy -0.5% and -0.1 % respectively, Spain -0.6% and -0.4% respectively). Lastly, following 
a sharp upturn in the fourth quarter of 1992 (GDP +2.9%), Denmark recorded a further appreciable fall in the first quarter 
of 1993 (-1.6%). 
- Prices: in terms of ecu the level of prices fell in Italy (-7.8% and -5.6% respectively) and, for the fourth quarter of 1992 
only, in the United Kingdom (-10%) and Spain (-4.5%) too. This was essentially due to the devaluation of these countries' 
currencies against the ecu. On the other hand, the appreciation of the German mark and, to a lesser extent, the Dutch 
gilder and Danish krone resulted in a sharp rise in inflation (in ecu terms) in these three countries (Germany +4.5% and 
+ 1.0% respectively, the Netherlands +3.9% and +1.0% respectively, Denmark + 2 . 1 % and +2.5% respectively). In 
terms of national currency, inflation showed a general downward trend, except in the United Kingdom and Denmark, 
where there was a sharp leap in the first quarter of 1993 ( + 1.2% and +1.3% respectively). 
- International trade: slight reduction in the deficits of France (-1.6% of GDP and -1.4% of GDP respectively), the United 
Kingdom (-3.5% of GDP and - 3 . 1 % of GDP respectively) and Spain (-12.9% of GDP and -11.7% of GDP respectively). 
Substantial fall in the surpluses of the Netherlands ( + 6.8% of GDP and +4.7% of GDP respectively) and Denmark 
( + 1 0 . 1 % of GDP and +7.8% of GDP respectively). On the other hand, Germany and Italy showed an appreciable 
improvement in their external accounts, especially in the fourth quarter of 1992 ( + 2.9% of GDP and +0.7% of GDP 
respectively). In the case of Italy, this represents the first real trade surplus since the first quarter of 1984. 
- Domestic demand: decline in investment in both quarters for Germany (-0.1% and -4.6% respectively), France (-0.6% 
and -2.2% respectively), Italy (-1.9% and -5.4% respectively) and Spain (-3.1% and -2.3% respectively), compared with 
an increase in the United Kingdom ( + 0.2% and +0.8% respectively) and, in the first quarter of 1993 only, in Denmark 
( + 13.8%). Private consumption was very much on the low side, with a general downward trend in the first quarter of 
1993, especially in Germany (-1.7%), the Netherlands (-2.2%) and Denmark (-1.3%). It fell in both quarters in Italy 
(-1.2% and -0.6% respectively) and Spain (-0.3% and -0.4% respectively). Only the United Kingdom recorded a moderate 
increase ( + 0.5% and +0.5% respectively). Lastly, public consumption remained more or less unchanged in France 
( + 0.2% and +0 .2% respectively) and Italy ( + 0 . 1 % and + 0 . 1 % respectively), but fell in the United Kingdom (-0.5% and 
-1.0% respectively) and Spain (-0.2% and 0.0% respectively). It rose in Denmark ( + 0.9% and +0.9% respectively), 
while in the Netherlands it fell in the fourth quarter of 1992 (-1.1%) but picked up slightly in the first quarter of 1993 
( + 0.4%). 
1.3 The major trading partners of the Community 
The main features of the economic situation of the Community's main trading partners in the fourth quarter of 1992 and 
the first quarter of 1993 were as follows: 
- In the United States: following a substantial increase (GDP +1.2%) in the fourth quarter of 1992, economic growth 
slowed down considerably (GDP +0.2%) in the first quarter of 1993. Inflation remained at high levels (in ecu terms) in 
both quarters ( + 9 . 1 % and +7.5% respectively), mainly on account of the appreciation of the dollar; in national currency, 
however, it increased at a much more moderate rate in both quarters ( + 0.6% and +0.9% respectively). After a slight 
fall in the deficit (-0.2% of GDP) in the fourth quarter of last year, international trade in goods and services showed a 
much greater deficit (-0.7% of GDP) in the first quarter of 1993. Among the components of domestic demand, the most 
notable feature was the increase in investment in both quarters ( + 3.3% and +2.4% respectively). On the other hand, 
after leaping in the fourth quarter of 1992 ( + 1.3%), private consumption slowed down considerably in the first quarter of 
1993 ( + 0.2%). 
- In Japan: after stagnating in the fourth quarter of 1992 (GDP +0.0%), economic growth showed a sharp upturn in the 
first quarter of 1993 (GDP +0.6%). Inflation remained at high levels (in ecu terms) in both quarters (+11.2% and 
+ 8 . 1 % respectively), mainly on account of the appreciation of the yen; in national currency, however, it was relatively 
low in the fourth quarter of 1992 ( + 0.3%), while there was even a slight deflation in the first quarter of 1993 (-0.3%). 
The trade balance confirmed the upward trend in the surplus in both quarters ( + 1.3% and +1 .2% of GDP respectively). 
On the uses side, the main feature was the sharp upturn in investment and private consumption in the first quarter of 
1993 ( +1 .0% and +1 .2% respectively), following a fall in the fourth quarter of 1992 (-2.0% and -0.6% respectively). 
- In Canada: good upturn in economic growth in the first quarter of 1993 (GDP +0.9%), following an uncertain fourth 
quarter of 1992 (GDP +0.3%). Inflation measured in ecu showed a steady upward trend ( + 4.2% and +6.3% 
respectively), mainly on account of the appreciation of the Canadian dollar; in national currency, however, the level of 
prices fell slightly in the first quarter of 1993 (-0.2%), following a slight rise in the fourth quarter of 1992 ( + 0.5%). The 
trade deficit fell during the fourth quarter of 1992 (-0.1% of GDP), but rose again, albeit slightly, in the first quarter of 
1993 (-0.4%). The main feature of domestic demand was the fall in investment in both quarters(-0.5% and -0.5% 
respectively), whereas private consumption stagnated in the fourth quarter of 1992 (0.0%) but picked up again in the first 
quarter of 1993 ( + 0.6%). 
- In Australia: in the fourth quarter of 1992 there was an appreciable slowdown in production (GDP +0.2%), accompanied 
by a rise in inflation in both ecu and national currency ( + 5 .1% and +0.6% respectively). International trade in goods and 
services recorded the first surplus in the history of Australia's economy ( + 0.9% of GDP). Among domestic uses, the 
main feature was the sharp upturn in investment ( + 3.3%), while private consumption continued to be somewhat sluggish 
( + 0.3%). 
1.4 The EFTA countries 
The main features of the economic situation in the EFTA countries in the fourth quarter of 1992 and the first quarter of 
1993 were as follows: 
- Economic growth: general fall in production in both quarters, except in Norway, where a sharp upturn in the fourth 
quarter of 1992 ( + 2.0%) was followed by a further fall in the first quarter of 1993 (-1.0%). The fall in production was 
more marked in Sweden (-2.8% and -0.6% respectively) and Finland (-1.0% and -1.2% respectively), but more moderate 
in Austria (-0.3% and -0.9% respectively) and especially in Switzerland (-0.3% and -0.3% respectively). This was the 
fifth consecutive fall in Sweden and the fourth in Finland. 
- Prices: rather marked deflation in ecu terms was the main feature of the Scandinavian countries, especially Sweden 
(-4.6% and -12.2% respectively) and Finland (-9.0% and -5.6% respectively), on account of the depreciation of these 
countries' currencies. On the other hand, there was fairly high inflation in Austria ( + 2.5% and +1.9% respectively), 
whereas in Switzerland, after increasing sharply in the fourth quarter of 1992 ( + 3.9%), the level of prices fell appreciably 
in the first quarter of 1993 (-1.8%). In national currency, however, inflation increased somewhat, especially in the first 
quarter of 1993, in Austria ( + 1.0%), Norway ( + 2.1%) and Finland ( + 3.0%), but slowed down considerably in 
Switzerland ( + 0.1 %). In Sweden, on the other hand, the level of prices leapt in the fourth quarter of 1992 ( + 1.7%), but 
fell slightly in the first quarter of 1993 (-0.3%). 
- International trade: in Austria and Finland there was a clear improvement in the trade balance, with the former reducing 
its deficit, especially in the first quarter of 1993 (-0.5% of GDP), and the latter moving into surplus after five years in the 
red ( + 0 . 1 % of GDP and +1.8% of GDP respectively). Sweden too improved its trade balance, especially in the first 
quarter of 1993 ( + 1.5% of GDP), as to a lesser extent did Switzerland ( + 1.0% of GDP). Moreover, Norway confirmed 
its very high surpluses, mainly on account of the energy balance ( + 24.9% of GDP and +22.4% of GDP respectively). 
- Domestic demand: the downward trend in investment continued in all the countries except Norway, where it picked up 
sharply ( + 3.3% and +0.2% respectively). The biggest falls in investment were recorded in Finland (-7.3% and -4.3% 
respectively), Sweden (-3.8% and -2.0% respectively) and Austria (-1.3% and -4.8% respectively). In Switzerland, 
investment fell for the seventh quarter in a row (-2.5% and -1.5% respectively), while in the case of Finland the above 
figures represented the twelfth consecutive quarterly fall. The main feature of private consumption was a fall in both 
quarters in Finland (-0.5% and -1.0% respectively), Sweden (-3.2% and -1.7% respectively) and Switzerland (-0.9% and 
-0.7% respectively). Following a good recovery in the fourth quarter of 1992 ( +1.1%), private consumption fell again in 
the first quarter of 1993 in Norway (-1.0%), whereas in Austria there was a further fall in the fourth quarter of 1992 
(-0.2%), followed by a sharp upturn in the first quarter of 1993 ( + 0.5%). Lastly, public consumption confirmed its 
downward trend in Finland (-0.1% and -3.9% respectively) and Sweden (-0.5% and -2.3% respectively). On the other 
hand, it rose in Norway, especially in the first quarter of 1993 ( + 0.8%), whereas in Switzerland, after recovering well in 
the fourth quarter of 1992 (+1.3%), it slumped yet again in the first quarter of 1993 (-2.1%). In Austria, public 
consumption was rather sluggish in the fourth quarter of 1992 ( + 0.2%), whereas it fell slightly in the first quarter of 
1993 1-0.3%). 
2. 
Statistical tables and charts 
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(*) Series estimated by the Commission services 
(1) % change compared with previous period (S.A.) 
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(") Series estimated by the Commission services 
(1) S.A. 
(2) Forecasts 
(3) See methodological note 
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(*) Series estimated by the Commission services 
(1) S.A. 
(2) Forecasts 
(3) See methodological note 
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3. Methodological note 
This volume presents the main quarterly accounts aggre-
gates for the Community as a whole, for those of the 
Member States which compile quarterly accounts, for the 
Community's principal economic partners outside Eu-
rope, and for certain EFTA countries. 
The aggregates are presented either as values or as 
percentage variations. When in value form they are 
expressed in current-value ecus or in ecus at 1985 
values. In addition, the most significant deflators, derived 
from the series in ecus, are presented, together with their 
rates of change. For the purposes of comparison this 
volume also contains the corresponding annual aggre-
gates. In order to facilitate comparison between the 
quarterly aggregates and the corresponding annual ag-
gregates, the former, in value form only, are expressed 
as annualized data after adjustment for seasonal vari-
ations. Percentage variation figures, meanwhile, are 
presented in seasonally-adjusted but not annualized 
form, in order to permit short-term economic analysis. 
Since quarterly accounts are not available for all Member 
States, the Community total for each aggregate is the 
sum of the data from seasonally-adjusted series for the 
countries from which data are available, converted into 
ecus. This represents some 80% of Community gross 
domestic product. For the purposes of the graphs, it 
should be noted that the variations in Community GDP 
and in its deflator, expressed in national currency, are the 
mean of the variations in individual Member States, 
weighted by the corresponding GDP expressed in PPS. 
The quarterly data are in accordance with the accounting 
definitions, computational methodology and seasonal 
adjustment procedures used in each Member State. This 
means that comparability with annual aggregates is not 
always ensured. 
As a result of the high level of aggregation used in this 
volume, the differences in definition between quarterly 
series are not particularly evident. Certain important 
differences do nevertheless remain: for the Community 
as a whole, totals of exports and imports are not 
meaningful since they include trade both within the Com-
munity and beyond its external frontiers. However, as-
suming that there is no asymmetry, the balance of trade 
may be considered to tally with the other aggregates. An 
estimate of GDP exists for all countries except Japan, for 
which GNP has to be used. For the United Kingdom, for 
the sake of consistency the estimate of GDP is based on 
expenditure, whilst the official British line is to adopt the 
mean estimated value. For Germany, the main compo-
nents of demand are computed by reference to GNP, and 
so are not consistent with GDP. And in the case of the 
United States, two comments are required on the com-
ponents of demand: the concept of collective consump-
tion is replaced by that of total expenditure of general 
government, which also includes government invest-
ments; and the definition of investments relates exclu-
sively to the private sector. 
From the methodological point of view it should be noted 
that the individual countries use widely-differing methods 
which fall, broadly speaking, into two approaches: the 
direct and the indirect. 
The direct approach is used by Denmark, Germany, 
Canada and tine United States, amongst others. It is 
based on a quarterly set of surveys which match, albeit 
on a smaller scale, the surveys conducted for the pur-
poses of calculating the annual aggregates. This ap-
proach requires a highly-developed and efficient 
information system. 
The indirect approach is based in essence on the esti-
mation of quarterly data from the annual figures, using a 
multiple linear regression model and reference indicators 
which are available at both annual and quarterly inter-
vals. The main differences between the methods used 
lie in the hypothesis adopted for the additive term of 
disturbance. Countries adopting this approach include 
France, Italy, Portugal, Switzerland and (more recently) 
Spain. 
This classification is of course over-simplified: in reality, 
the direct approach includes some indirect methods to 
make good missing or late data, whilst indirect-method 
countries also include certain direct components derived, 
for example, from Government budget data, the publish-
ed accounts of major corporations, etc. 
Seasonal adjustment procedures are for the most part 
variants on procedure X-11. Here the greatest difference 
lies in whether or not an ARIMA (auto-regressive inte-
grated moving average) extrapolation is applied before 
adjustment. Only Germany uses a different procedure: 
known as the Berlin method, it belongs in essence to the 
family of regression analysis methods. France and Por-
tugal publish only seasonally-adjusted data, whilst at the 
other end of the scale Norway and Sweden publish only 
unadjusted data. Some countries do not have seaso-
nally-adjusted data at current prices. In cases where 
some or all of a country's series are unadjusted, they are 
adjusted by Eurostat using the X-11 method without 
extrapolation. 
The quarterly accounts aggregates are compiled by the 
national statistical institutes, except in the cases of Aus-
tria and Switzerland, where the series are compiled by 
institutes specializing in economic analysis. For Ger-
many the data supplied by the Statistisches Bundesamt 
relate to the situation prior to 3 October 1990 including 
West Berlin. 
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